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KWADUKUZA MUNICIPALITY 


FINANCE BUSINESS UNIT 
Ref. Draft Budget 2019/2020 

c; 310 

COUNCIL •' 




SUBJECT: NOTING OF THE DRAFT BUDGET- 2019/2020 MTREF FOR PUBLIC PARTICIPATION 


PURPOSE: 

To table, for formal consideration by Council the Draft Medium Term Revenue and 
Expenditure Framework (MTREF) for 2019/2020 financial year as well as the indicative budget 
for 2020/2021 and 2021/2022 financial years in terms of Chapter 4, Section 24 of the 
Municipal Finance Management Act, no 56 of 2003. 

ATTACHMENTS: 

• Draft Operational and Capital Budget for the 2019/2020 MTREF 

• Draft Tariff of Charges 

MAIN SUBMISSION: 

In terms of Chapter 4, section 24 of the Municipal Finance Management Act, no 56 of 2003, 
the Operational and Capital Budgets for the 2019/2020 financial year and the subsequent two 
years are presented for the Council's consideration. 

The submitted item will address the following salient matters contained within the attached 
budget submission: 

• Operational Budget 

• Capital Budget 

• Tariff Of Charges 

• Budget Related Policies 

• Consultations 

• Budget Recommendations/Resolutions 

There are various components which are required to be considered by Council f, however as a 
result of extended consultation processes combined with the onerous requirements of mSCOA 
these will be tabled at the meeting Council. These are significantly incorporated in the 
attached Operating and Capital Budget; but the tabled documents will provide further analysis 
and details for Councils commencement of the public consultation process. 
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CAPITAL BUDGET 


• The detailed draft capital budget amounts to R 377 566 092 for the 2019/2020 financial 
year. 


The table below is indicative of the capital spending per Directorate as per the different 
funding sources:- 


SUMMARY CAPITAL BUDGET 2019/2020 


BUSINESS UNIT 


OFFICE OP THE MUNICPAL MANAGER 

CORPORATE SERVICES 


FINANCE 


EDP 


COMMUNITY SERVICES S PUBLIC AMENITIES 
COMMUNITY SAFETY ' ~ 


CIVLENGWEERING S HUMAN SETTLEMENTS 


ELECTRICAL ENGINEERING 


YOUTH DEVaOPMENT 
TOTAL 


APPROVED 

BUDGET 


1,800,000 


4,050,000 


710,000 


68,283,176 


5,400,000 


147,092,772 


150,230,144 


377,566,092 


xQRANT8: 


|PpB^C|P 

CONTRIBUTIONS 


51.971.692 


21,000,030 


72,971,692 


3,020,206 


.4,871,090; 


5,000,000 


12,881,286 


COUNCIL 

FUNDING 


: 1,800,000 
'4,050,000 


•710,000 


65,262,970 


5,400,000 


90,250,000 


LOAN FUNDING 


64,230,144 


231,703,114 


63,OIK:,C30 


60,OC0,D0C 


• The capital budget relates to projects for which the Council will be securing the available 
funding sources either through borrowings, interna! capital funds, grants or other sources 

• Various projects for Youth Development have been included as part of the Finance 
Business Unit Budget, These will be unpacked and separately reflected for the Final 
Budget which will be tabled in May for consideration. 

• Capital expenditure funded by means of a grant can only commence if written or gazetted 
allocations are in place. 

• Capital expenditure which Is not funded via DORA allocations can only commence if funds 
are received. 
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The foliowing shall apply after deduction of the general rebate: 
• Pensioners and Disability Grantees rebates; 

Applicants under the age of 65 years - 25% 

Applicants between 65 and 75 years - 30% 

Applicants older than 75 years - 35% 


• Agricultural properties: 50% 


• Rebate; child headed households: 100% 


• Excluded Services Rebate: 15% 

• Places of worship: 100% 

• Public benefit organizations: 100% 

• Land reform beneficiaries: 100% 

• State land: 100% 

• Commercial Developers incentives: 


100% rebate - 

Year 1 

90% rebate 

Year 2 

80% rebate 

Year 3 

70% rebate 

Year 4 

60% rebate - ' 

Year5 

No Incentive - 

From year 6 onwards 


Please note general rebate not applicable to commercial developers. 

Residential Developers incentives, applicable only in respect of existing service level 
agreements: 

100% rebate - Year 1 

100% rebate - Year 2 

90% rebate - Year 3 


80% rebate 


Year 4 
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Tariff of charges 

• That the Council approve and adopt the amendments to its Tariff of Charges (noting 
that the electricity tariffs are pending approval by NERSA) as depicted on the 
schedules annexed hereto, and that these tariffs come into operation on 1 July 2019. 

• That Council note that all tariffs listed in the Tariff of Charges will be subject to the 
payment of value added tax, except for fines, refundable deposits, and interest 
charges, and where specifically indicated as inclusive of value added tax. 


Proposed tariff structure 

It is proposed that Council's tariff of charges be increased as follows and be advertised to the 
general public for implementation with effect from 1 July 2019: 

• Refuse Removal charges - various as per tariff of charge with a maximum of 6% 

• Electricity charges - various as per tariff of charge 

• Miscellaneous tariffs - various (see tariff of charges document) 


TARIFF OF CHARGES 


Attached is the detailed draft tariff of charges. 


PROPOSED TARIFF STRUCTURE 


It is proposed that Council's tariff of charges be increased as follows and be advertised to the 
general public for implementation with effect from 1 July 2019: 

o Refuse Removal charges - various as per tariff of charge with a maximum of 6% 
o Electricity charges - various as per tariff of charge, 
o Miscellaneous tariffs-various (see tariff of charges document) 
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CONSULTATIONS 


His Worship, The Honourable Mayor, Cllr NR Mthembu 

All Business Units in the form of individual and consolidated meetings 

Chief Financial Officer 

The Municipal Manager 

Provincial Treasury 

Budget Steering Committee 


RECOMMENDATIONS 


1. DRAFT ESTIMATES OF INCOME & EXPENDITURE 


THAT in terms of Section 16(1) and (2) of the Municipai Finance Management Act, 56 of 2003:- 
(I) The Draft Annual Budget of the Municipality for the Financial year 2019/2020; and 

Indicative allocations for the two projected outer years 2020/2021 and 2021/2022; 
and the multi - year and single year capital appropriations are approved asset-out in 
Sections 1.4,2.11 and 2.13 in the document to be tabled. 

Budgeted Financial Perfomance (Revenue and Expenditure by Standard Classification) 
- (Table A2) in the document to be tabled. 

Budgeted Financial Perfomance ( Revenue and Expenditure by Municipal Vote) - 
(Table A3) in the document to be tabled. 

Budgeted Financial Perfomance ( revenue by Source and Expenditure by Type) - 
(Table A4) in the document to be tabled. 

Multi-year and single year capital appropriations by municipal vote and standard 
calssification and associated funding by source ( Table A5). in the document to be 
tabled. 

(ii) That the draft finacial position, cash flow, cash-backed reserve/accumulated surplus, 
asset management and basic service delivery targets are adopted as set out in the 
following tables: 

Budgeted Fiancial Position (Table A6) 

Budgeted Cash Flows (Table A7) 
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3. EXEMPTIONS. REBATES AND REDUCTIONS 

That in terms of qualifying criteria set out in the rates policy of the Council, the 2019/20 rates 
be subject to the following exemptions, rebates and reductions: 

• A general rebate, applicable in the 2019/20 financial year only, in respect of all 
categories of properties, excluding properties in receipt of developers’ rebates: 6% 

The following shall apply after deduction of the general rebate: 

I 

• Pensioners and Disability Grantees rebates: 

■ Applicants under the age of 65 years - 25% 

■ Applicants between 65 and 75 years - 30% 

■ Applicants older than 75 years - 35% 

• Agricultural properties: 50% 

• Rebate: child headed households: 100% 

• Excluded Services Rebate: 15% 

• Places of worship: 100% 

• Public benefit organizations: 100% 

• Land reform beneficiaries: 100% 

• State land: 100% 

| 

• Commercial Developers incentives: 

100% rebate - Year 1 

90% rebate - Year 2 j 


80% rebate 


Year 3 
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5. Final date for payment of rates: 

• Annual payment of rates: That the final date for the payment of annual rates be 
fixed at 30 September 2019. interest and administration charges will be raised In 
terms of Council's Credit Control & Debt Collection Policy and Tariff of Charges. Any 
capital rates outstanding as at 29 November 2019 will be subject to an administration 
charge of 10% as stipulated in Council’s Credit Control Policy and Tariff of Charges. 

• Monthly rates payments: That rates may be paid in 11 (eleven) equal instalments 
with the first instalment payable on or before the last municipal working day of August 
2019. Thereafter each monthly instalment must be paid on or before the last working 
day of each month and provided that interest will accrue at 15.5% per annum in terms 
of Council’s Credit Control & Debt Collection Policy and Tariff of Charges if an 
instalment is not paid by the last working day of the month. Any capital rates 
outstanding as at 30 June 2020 will be subject to an administration charge of 10% as 
stipulated in Council’s Credit Control & Debt Collection Policy and Tariff of Charges. 

• Council will by special arrangement with individual property owners agree that rates 
be paid annually. Application to pay rates on an annual basis must be completed by 
15 July 2019. 

6. Tariff of charges 

• That the Council approve and adopt the amendments to its Tariff of Charges (noting 
that the electricity tariffs are pending approval by NERSA) as depicted on the 
schedules annexed hereto, and that these tariffs come into operation on 1 July 2019. 

• That Council note that all tariffs listed in the Tariff of Charges will be subject to the 
payment of value added tax, except for fines, refundable deposits, and interest 
charges, and where specifically indicated as inclusive of value added tax. 


Proposed tariff structure 

It is proposed that Council's tariff of charges be increased as follows and be advertised to the 
general public for implementation with effect from 1 July 2019: 

• Refuse Removal charges - various as per tariff of charge with a maximum of 6% 

• Electricity charges - various as per tariff of charge 

• Miscellaneous tariffs - various (see tariff of charges document) 
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10. THAT it be noted that in respect of Capital Expenditure Estimates: 

In those instances where information has been provided in terms of Section 19(2) (b) 
of the Municipal Finance Management Act No. 56 of 2003, the approval of the capital 
budget constitutes project approval for the specific projects as reflected in the 
detailed capital budget. 

Where information in terms of Section 19{2) (b) of the MFMA is not provided, specific 
project approval is to be sought from Council during the course of the year prior to 
any spending taking place on these projects during the year. It be noted that should 
any expenditure be incurred on any of these projects without compliance with Section 
19(2) of the MFMA such expenditure may be deemed as irregular. 

Approval of the draft capital budget serves as approval for the Tender Processes to 
commence insofar as that the final budget is approved prior to the issue of any form 
or legal or constructive award to the successful bidder. 

11. THAT any savings on the capital budget is to be retained and not transferred to any 
other vote. 

12. THAT for projects which have multiple sources of funding, any savings on the project 
attributable to the outcome of the competitive bidding processes of the council shall 
be apportioned in the following order of priority: 

o Reduction in council contribution towards the project, 
o Reduction of the loan funding portion of the project. 

13. THAT in terms of the priority in the execution of the capital budget, priority should 
first be given to all projects that have been rolled over of which are primarily grant 
funded. Upon completion of all rolled over projects can the Business Units commence 
with their new projects. The cash flow estimates of the municipality should be noted 
in this regard. 

14. In terms of Section 62(l)(a) of the Municipal Finance Management Act No. 56 of 2003, 
it be noted that new projects for the 2019/2020 financial year can only proceed once 
full business and operating plans indicating efficient, effective and economical use of 
all assets to be acquired have been tabled and approved before council. 

15. THAT in pursuance of the above and in terms of section 62(1) (c) of the Municipal 
Finance Management Act No. 56 of 2003, the Municipal Manager as well as all 
Executive Directors are to ensure that they develop and maintain efficient, effective 
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Approved/Comments 



S M Rajcoomar 

Chief Financial Officer 
(032)437 5505 


Authorised/Comments 



Municipal Manager 
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_ Income ___ 

Revenue: Non-exctiange RsvenueiTransfers and Subsidies:0[ 022055095 Equ'rtabie Share _ (3110997) (3487 258) _[3 909 025] 

RBVBrue:Exchanqe Reveniie:Sales of Goods and Rendering tMM Office Legal Fees 022260640 - _:__1_ 
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_ Corporate Communications ___ 

le Re\zemie:Transfars and Subsidfes:Oj 024055095 Equitable Share .. [2917 255) (3270 083) _(3 665 583) 

! -- ——— - (2917255) (3 270C83) (3 665583; 
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